RECEIVED

IN THE CHANCERY COURT OF THE STATE OF TENNESSEE JUN 21 2007
TWENTIETH JUDICIAL DISTRICT, DAVIDSON COUNTY A '
: Dav. Co. Chancery Court

STATE OF TENNESSEE, ex rel.,
LESLIE A. NEWMAN,
Commissioner of Commerce and
Insurance for the State of Tennessee, No. 07-1163-IV

Petitioner,
v.

NATIONAL FOUNDATION OF
AMERICA, a Tennessee corporation,
RICHARD K. OLIVE, an individual,
SUSAN L. OLIVE, an individual,
BREANNA MCINTYRE, an individual,
THEODORE S. LITTLE, an individual,‘
HUNTER DANIEL, an individual, '

vuvvvvvvvvvvv\_xvvvv

Respondents.

CONSENT ORDER APPOINTING COMMISSIONER
AS RECEIVER FOR PURPOSES OF REHABILITATION;
AND INJUNCTION

This matter came to be heard upon the request of Petitioner, Leslié A. Newman,
Commissioner of Commerce and Insurance for the State of Tennessee ("Commissioner" or
"Department"), by her signature appearing below, and through her counsel, Robert E. Cooper, Jr.,
Attorney General and Reporter of tﬁe State of Tennessee, and with the agreement and consent of
the party authorized by Tenn. Code Ann. § 56-9-301(12) to consent for Respondent National
Foundation of Ameﬁca, a Tennessee domiciled insurer within the meaning of Tenn. Code Ann. §

56-9-103(12), operating from 1308 Buckingham Circle, Franklin, Tennessee 37064 (a residence)
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and from an office at 1100 Mission Court, Franklin, Tennessee 37067 (“NFOA,” “Respondent”
or “insurer”), by its signature appearing below, to the entry of the following order of
rehabilitation. Based on the pleadings, the consent of the parties, and the record as a whole, this
Court FINDS as follows:
1. The Commissioner has determined, and National Foundation of America
consents that an order of rehabilitation of NFOA is necessary. NFOA, chartered as a non-profit
corporation in the State of Tennessee, has been doing an insurance business within the meaning
" of Tenn. Code Ann. § 56-9-103 without a certificate of authority as required by Tenn. Code Ann.
§ 56-2-105. Accordingly, the Commissioner has determined that NFOA is in such condition that
the further transaction of business would be hazardous ﬁiiancially to its policyholders, creditors
or the pubtic, and that the protections of rehabilitation are necessary.
2. NFOA has ceased issuing new contracts and is deemed to be in a run-off status.
Under the general terms of an agreement with the Commissioner as Rehabilitator and NFOA,
Richard K. Olive, its President, and Susan L. Olive, its Vice President, will assist to the extent, in
the manner, and for the period of time determined by the Commissioner, the Commissioner as
Rehabilitator of NFOA in the transition of its operations to a company in rehabilitation under the
Tennessee Insurers Rehabilitation and Liquidation Act, Tenn. Code Ann, §§ 56-9-101, ef seq.,
(“IRLA”). The Commissioner deems that this agreement for the orderly transition of NFOA into
 formal delinquency proceedings under IRLA, by consent, is beneficial to the successful run-off of
NFOA.
3. NFOA’s consent has been given to entry of this Order of Rehabilitation, and there

is a proper sufficient basis for the following order pursuant to Tenn. Code Ann. §§ 56-9-301(1)

National Foundation of America Consent Order of Rehabilitation
2



and (12), due to such consent. NFOA acknowledges service of summons and of the Verified
Petition for Appointment of Receiver of NFOA and for Injunctive Relief, filed in this Court on
May 23, 2007, as amended by Petition filed June 5, 2007, and waives, after consultation with
counsel, the right to be heard before entry of this Consent Order, and has acknowledged that this
Court has subject matter jurisdiction of this action with venue properly within the Chancery
Court of Davidson County pursuant to Tenn. Code Ann. § 56-9-104, Although Richard K. Olive
and Susan L. Olive dd not admit any wrongdoing Vor violation of any applicable statute, rule or
regulation, the parties acknowledge that the Commissioner’s Petition-and First Amended Petition
sought the remedy of Liquidation under IRLA, and further acknowledge that this Consent Order
of Rehabilitation is proper in that the Prayer for Relief sought any such other relief as is
appropriate, and; |

4, This Court further FINDS that the Petitioner, Leslie A. Newman, is the duly
appointed Commissioner of Commerce and Insurance for the State of Tennessee. Pursuant to
Tenn. Code Ann. §§ 56-9-101, et seq., the rehabilitation of a domestic insurer, is to be conducted
by the Commissioner after her appointment as Rehabilitator by the Court. Tenn. Code Ann. §§
56-9-301, et seq.

THEREFORE, this Court hereby ORDERS, ADJUDGES AND DECREES as follows:

1. Petitioner Leslie A. Newman, in her official capacity, or her successors in office,
is appointed as Rehabilitator of National Foundation of America, 2 Tennessee domiciled
insurer within the meaning of Tenn. Code Ann. § 56;9—103 (“NFOA,” “Respondent” or
“insurér”) for the purposes of rehabilifation under Tenn. Code Ann. § 56-9-302. The

Commissioner, as Rehabilitator, is directed forthwith to take possession of the assets and records
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of NFOA and to administer them under the general supervision of the Court with all the powers
granted a Rehabilitator under Tenn. Code Ann. §§ 56-9-101, et seq. This Order vests title to all
assets of NFOA in the Rehabilitator. The Commissioner as Rehabilitator is hereby authorized
and directed to conduct the business of the Respondent and take all steps as the Rehabilitator
deems necessary or appropriate and as the Court may hereafter authorize, if approval is required,
to reform the Respondent. The Commissioner shall have immediate access to and shall occupy
and control the premises at 1100 Mission Court, Franklin, TN and all records, databases, and
computer files usedrto carry out the business of NFOA, regardless of their location and
possession. Under Tenn. Code Ann. § 56-9-302(c), entry of this order of rehabilitation shall not
constitute an anticipatory breach of any contracts of the Respondent nor shall it be grounds for
retroactive revocation or retroactive cancellation of any contracts of the insurer, unless such
revocation or cancellation is done by the Rehabilitator pursuant to Tenn, Code Ann. § 56-9-303.
The Commissioner in her role as Rehabilitator, or as otherwise authorized, may make any
investigatidn of Respondent’s opetations and affairs, including its financial condition, as she
deems appropriate;

2. Pursuant to Tenn. Code Ann, § 56-9-105(a)(1-11), all persons, firms, corporations
and associations, including, but not limited to, Respondent NFOA and its officers, directors,
sto'ckholders, members, subscribers, agents, contractors, subcontractors and all other persons
with authority over or in charge of any segment of NFOA’s affairs, are prohibited and
temporarily enjoined from the transaction of NFOA's business, or the waste or disposition of its
property, or the destruction, deletion, modification, or waste of its records, databases or computer

files, or the commencement or prosecution of any actions, or the obtaining of preferences,
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judgments, attachments or other liens, or the making of any levy against the insurer or against its
assets or any part thereof until further order of this Court; and this Court further authorizes the
Rehabilitator to apply outside of Tennessee for the relief described in Tenn. Code Ann, § 56-9-
105(a);

3. Pursuant to Tenn. Code Ann. § 56-9—106, the officers, managers, directors,
trustees, owners, employees, agents, contractors or subcontractors of NFOA, and any other
persons with authority over or in charge of any segment of NFOA's affairs, are ordered and
tequired to cooperate with the Commissioner in the carrying out of the rehabilitation. The term
"persoﬁ“ shall include any person who exercises control directly or indirectly over activities of
the NFOA through ény holding company, parent company, ot other affiliate of NFOA. Further,
the teﬁn “person” shall include any person who exercises control or participation in the activities
of the NFOA, such as through the recdrc_l—keeping and computer systems operation relating to the
activities of the NFOA. "To cooperate" shall include, but shall not be limited to, the following:
(1) to reply promptly in writing to any inquiry from the Commissioner requesting such a reply;
and (2) to preserve and to make available to the Commislsioner any and all books, bank and
investment accounts, documents, or other records or information or computer programs and
databases or property of or pertaining to NFOA and in his possession, custody or control. No
person shall obstruct or interfere with the Commissioner in the conduct of this rehabilitation;

4, Any banic, savings and loan association, financial institution or other person
which has on deposit, in its possession, custody or control any funds, accounts and any other
assets of NFOA, shall immediately transfer title, custody and control of all such funds, accounts,

or assets to the Rehabilitator, and are hereby instructed that the Rehabilitator has absolute control
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over such funds, accounts anci other assets. The Rehabilitator may change the name of such
accounts and other assets, withdra\ﬁ them from such bank, savings and loan association or other
financial institution, or take any lesser action necessary for the proiaer conduct of this
receivership. No bank, lsavings and loan association or other financial institution shall exercise
any form of set-off, alleged set-off, lien, any form of self-help whatsoever, or refuse to transfer
any funds or assets to the Rehabilitator’s control without the permission of this Court;

5. The amounts held in any custodial deposit account established by NFOA with the
Commissioner shall be furnished to the Rehabilitator for the statutory pu@oses in the
rehabilitation of NFOA, for which the Rehabilitator may draw down such funds;

6. The Commissioner as Rehabilitator is authorized, pursuant to Tenn. Code Ann. §
56-9-303(a), to appoint one or more special deputies, who shall have all the powers and
responsibilities of the Rehabilitator granted under Tenn, Code Ann. §§ 56-9-101, et seq. Further
that the Commissioner be authorized pursuant to Tenn. Code Ann. § 56-9-303(a), to employ such
counsel, clerks, and assistants as deerﬁed necessary. The compensation of the special
deputy(ies), counsel, clerks and assistants and all expenses of taking possession of the insurer
and of conducting the proceedings shall be fixed by the Commissioner, with the approval of the
Court and shall be paid out of the funds or assets of the insurer upon the request of or at the
direction of the Commissioner. The persons appointed under this section shall serve at the
pleasure of the Commissioner.

7. The Commissibner, as Rehabilitator, is ordered to make an accounting to the

Court no less frequently than semi-annually. The report shall include the Rehabilitator's opinion
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as to the likelihood that a plan under Tenn. Code Ann. § 56-9-303(e) will be prepared and the
timetable for doing so.;

8. As set forth in Tenn. Code Ann. § 56-9-303(c), the Rehabilitator is ordered and
may take such action as she deems necessary or appropriate to reform the insurer. She shall have
all the powers of the directors, officers, and managers, whose authority shall be suspended, |
except as they are redelegated in writing by the Rehabilitator. She shall have full power todirect
and manage, to hire and discharge employees subject to any contract rights they may have, and to
deal with the property and business of the insurer;

9. As set forth in Tenn. Code Ann. § 56-9-3 0l3(d), if it appears to the Rehabilitator
.that there has been criminal or tortious conduct, or breach of any contractual or fiduciary
obligation detrimental to the insurer by any officer, manager, agent, broker, employee or other
person, rshe may pursue all appropriate legal remedies on behalf of the insurer;

10.  As set forth in Tenn. Code Ann. § 56-9-303(e), if the Rehabilitator determines
that reorganization, consolidation, conversion, reinsurance, merger or other transformation of the
insurer is appropriate, she shall prepare a plan to effect such changes. Upon application of the
Rehabilitator for approval of the plan, and after such notice and hearings as the Court may
prescribe, the Court may either approve or disapprove the plan proposed, or may modify it and
approve it as modified. Any plan approved under this section shall be, in the judgment of the
Coutt, fair and equitable to all parties concerned. If the plan is approved, the Rehabilitator shall
carry out the plan;

11.  The Rehabilitator shall have the power under Tenn. Code Ann. §§ 56-9-315 and

316, as applicable, to avoid fraudulent transfers;
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12.  Statutory Stay of Pending Tennessee Litigation: Pursuant to Tenn. Code Ann.
§ 56-9-304, any Court in this State before which any action in which the insurer is a party, or is
obligated to defend a party, is pending when this rehabilitation order is entered, shall stay the
action or proceeding for ninety (90) days and such additional time as is necessary for the
Rehabilitator to obtain proper representation and prepare for further proceedings. The
Rehabilitator shall take such action respecting the pending litigation as she deems necessary in
the intefest of justice and for the protection of creditors, policyholders, and the public. The
Rehabilitator shall immediately consider all litigation pending outside this State and shall
petition the courts having jurisdictidn over that litigation for stays whenever necessary to protect
the estate of the insurer;

13.  Pursuant to Tenn. Code Ann. § 56-9-304, any action against the insurer that might
have been commenced when the Petition for Liquidation was filed may be commenced for at
least sixty (60) days after this order of rehabilitation is entered. The Rehabilitator may, upon an
order for rehabilitation, within one (1) year or such other longer time as applicable law may
permit, institute an action or proceeding on behalf of the insurer upon any cause of action against
which the period of limitation fixed by applicable law has not expired at the time of the filing of
the petition upon which such order is entered; |

14, Ifit proves‘ necessary and the Commissioner believes further efforts to rehabilitate
the insurer would substantially increase the risk of loss to creditors, policyholders, enrollees or
the public, or would be futile, the Commissioner is permitted to petition for the relief under
Tenn. Code Ann. § 56-9-305 to convert the action to liquidation of Respondent within this

action. The Respondent shall be permitied to respond to such petition to convert this action to
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liquidation at such time, which response may either be consent or opposition to the petition at
such time, The Respondent and/or its directors may exercise any other rights they have under
Tennessee law,

15.  Any person, firm, corporation or other entity having notice of this Order that fails
to abide by its terms shall be directed to appear before this Court to show good cause, if any they
may have, as to why they should not be held in contempt of Court for violation of the provisions
of this Order;

16.  No bond is required of the Commissioner as a prerequisite for the filing of this
petition or entry of this consent order or for the issuance of any injunction, restraining order, or
additional order issued as provided by Tenn. Code Ann. § 20-13-101, and;

17. The Commissioner may apply to the Court for any further orders which may be
necessaty to implement the terms of this order, or in aid thereof, to which she may be entitled.
This Court retains jurisdiction for the purpose of granting such further relief as from time to time
shall be deemed appropriate,

18, Nothing in this order shall be interpreted to limit the powers granted to the

Commissioner by other provisions of law.

IT IS SO ORDERED, this ﬁuleayof OO—-—-QI 2007at_9°704. M.

/iﬁt@)\ >
A
CHANCELLOR RICHARD H. DINKINS

| HEREBY CERTIFY THAT THIS IS A TRUE COPY
OF ORIGINAL INSTRUMENT FILED IN MY OFFICE,
THls_,i). DAY OF AN 200 ]

CRISTI SCOTT CLER MASTER &\
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Agreed and approved for entry by:

STATE OF TENNESSEE

Mﬁmw

LESLIE A. NEWMAN
Commissioner, Department of Commerce
and Insurance

ROBERT E. COOPER, JR.
Attorney General and Reporter

o
SARAH A. HIESTAND (BPR 14217)
Senior Counsel, Financial Division
LAURA T. KIDWELL (BPR 14632)
Assistant Attorney General
P. O. Box 20207
Nashville, TN 37202
(615) 741-6035
Facsimile (615) 532-8223
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National Foundation of America
a Tennessee domiciled non-profit corporation

%M&a&%

RICHARD K. OLIVE
President for NFOA

QMM L Q)

CJSAN L. OLIVE
ice President for NFOA

STATE OF TENNESSEE
COUNTY OF DAVIDSON

SWORN TO AND SUBSCRIBED before me on this Q‘ "_‘ | day of MUung. ,2007.

T Sl G

My Commission Expires: r7/ {al !Za:g

NbTARY@UBLIC
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By execution hereof, National Foundation of America consents to entry of this Consent
Order of Rehabilitation. National Foundation of America agrees without reservation to all of the
above terms and conditions and shall be bound by all provisions herein. The undersigned
represents that he/she has the authority to bind National Foundation of America to the terms and
conditions of this Consent Order.

National Foundation of America

o Chard Qe

Richard K. Olive

Title: President

Date: éw@'?

By: Q{mm q. (’)LuD

Ol1ve

Title: Vice President

Date: [/?\D 0(?'

STATE OF TENNESSEE
COUNTY OF DAVIDSON

SWORN TO AND SUBSCRIBED before me on this ZOF . day of _JUAL. , 2007.

T dua e,

NOTARY @BLIC
!“ \l U ‘s,
My Commission Expires: r’[ ! m/ lZCDZ #..,'-‘ \\\ tes s éI’V “, ,';

250 oo, J“? ;
””0” c ““ ‘

\
"!ruurttl“
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Bruce Foudree, Esq. GW
Andrew Gifford, Esq.
Lord, Bissell & Brook L. &

111 South Wacker Drive
Chicago, IL 60606

(ol fa@L-» /@e’\

Jef Féibelmén, Esq. (BPR 7677)
W.J. Michael Cody, Esq. (BPR 7809)
Burch Porter & Johnson, PLLC

130 North Court Avenue

Memphis, TN 38103

Attorneys for National Foundation of America and
Richard K. Olive and Susan L. Olive
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CERTIFICATE OF SERVICE

I hereby certify that a true and exact copy of the foregoing has been served by first-class,
U.S. Mail, postage prepaid, with counsel of record for NFOA, Richard Olive and Susan Olive also
being served by electronic email:

Breanna Mcintyre
1308 Buckingham Circle
Franklin, TN 37064

Theodore Stamps Little
7345 Hunting Camp Road
Fairview, TN 37062

Hunter B. Daniel, Jr.
1705 Big Cove Rd. SE
Huntsville, AL 35801-2119

# _
on this _ Zi g day of June, 2007.

e/

“LAURA T. KIDWELL
Assistant Attorney General
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